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Reserve Bank of India. In all the firms except I, IV, VII and
VIII, sales expenses were the least whereas in Firms IV and
VII they were more than the wage bill. The manufacturing
expenses were higher for Firm-IX compared to the others.
This was because cf its greater consumption of power and
water. Administrative expenses were more than 20% for Firms
II and VIII also. For Firm-11 this was due to the operation of
three shifts in the factory but Firm VIII incurred higher
administrative expenses inspite of being closed.
Capacity Utilisation
Full utilisation of installed capacity enables a firm to
earn profits after meeting all expenses, This improves the
financial status of a firm in the future inspite of its dependence
on external funds at present. Therefore, information was
elicited from the chief executives of the selected units regarding
problems of installation of machinery, repairing facilities, percen-
tage utilisation of installed capacity, reasons for under-utilisa-
tion of installed capacity and its effect on the profit-earning
capacity of the firm.
For Finn I all the machines were indigenous. It did not
face any problem regarding repairing facilities. But the firm
utilised only 40^ of its installed capacity. This was because
of non-availability of raw-materials in required quantities,
shortage of working capital and marketing problems. Insuffi-
cient and irregular supply of water, power and coal (the other
important fuel) and transportation aggravated the underutilisation
of its installed capacity. At this level of utilisation, the firm
covered all its expenses only for the years 1980 and 1982.
For Firm II all the machines were indigenous. The
nature of production required machinery for cold storage.
Due to a labour strike in the supplier industry, it faced three
months' delay in procuring machinery. It did not face any
problems regarding repairing facilities. Inspite of all these
favourable factors, it utilised only 43% of its installed capacity
due to shortage of raw-materials. At this level of utilisation its
losses relative to total capital employed was continuosly on the
increase (Table 4.5.).